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This paper focuses on Di®usion Indexes of business indicators between
Japan and Korea. First we examine causal relationships among di®usion
indexes in Japan and Korea. Secondly causality between Japan and
Korea in di®usion indexes is discussed. We calculate Granger's causality
test statistics and Sims's causality test statistics , using the Leading
index, the Coincident index, and the Lagging index, which are monthly
data for the period between 1980 to 2005. The results suggest that
there is not causality from the Leading index to the Coincident index,
nor is there causality from the Coincident index to the Lagging index.
On the Leading index, Korea precedes Japan, and on the Coincident
index Japan precedes Korea.
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